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SUBJECT: ARAB BOYCOTT: RESISTANCE BY BRITISH BANKS TO USE 
OF POSITIVE CERTIFICATIONS 

REF: A) MANAMA 1342; B) MANAMA 1219; C) DOHA 648 

1 . WE WELCOME ACTIONS TAKEN BY EMBASSY MANAMA THROUGH 
BAHRAIN OFFICIALS TO END CONTINUED REQUIREMENT OF NEGATIVE 
CERTIFICATIONS BY TWO BRITISH BANKS IN LETTERS OF CREDIT 
WHICH INVOLVE U.S. EXPORTS. 

2. REQUEST EMBASSY LONDON MAKE APPROACHES TO HMG AND/OR 
BRITISH BANKS INVOLVED. EMBASSY REPRESENTATIONS SHOULD 
STRESS PRAGMATIC SHIFT IN REQUIREMENTS FOR COMMERCIAL 
DOCUMENTATION WHICH HAS OCCURRED IN MOST GULF STATES 
INCLUDING BAHRAIN AND QATAR, OVER THE PAST YEAR. IN LIGHT 
OF THESE DEVELOPMENTS WHICH HAVE RESULTED IN ACCEPTANCE 
OF POSITIVE CERTIFICATIONS OF COUNTRY ORIGIN (SOMETIMES 
SUPPLEMENTED WITH WAR RISK CLAUSES CERTIFYING THAT GOODS 
WILL NOT BE SHIPPED ON ISRAELI VESSELS OR VIA ISRAELI 
PORTS), YOU SHOULD INVITE HMG OFFICIALS/BRITISH BANK 
OFFICIALS, AS APPROPRIATE, TO JOIN ACTIVELY IN EFFORT TO 
PLACE TRANSACTIONS INVOLVING U.S. EXPORTS TO THESE COUNTRIES 
ON A MORE NORMAL COMMERCIAL FOOTING IN TERMS OF DOCUMENTA- 
TION AND OTHER REQUIREMENTS. 

3. WE BELIEVE SUCH AN APPROACH WILL ADVANCE BRITISH 
COMMERCIAL INTERESTS AS WELL. AS HMG IS AWARE, U.S. 
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SUBSIDIARIES LOCATED IN THE U.K. WILL BE SUBJECT TO 
PROVISIONS OF THE EXPORT ADMINISTRATION ACT AMENDMENTS TO 
THE EXTENT THAT THEY ARE ENGAGED IN U.S. INTERSTATE OR 
FOREIGN COMMERCE. DEFINITION OF LATTER TERMS WILL BE 
SPELLED OUT IN USDOC REGULATIONS. INSISTENCE BY BRITISH 
BANKS ON USE OF BOYCOTT CLAUSES NOT REQUIRED BY ARAB 
GOVERNMENTS WILL THUS WORK TO DISADVANTAGE OF U.S. SUB- 
SIDIARIES OPERATING IN THE U.K. ALSO, SINCE OTHER 
BANKS IN MOST ARAB COUNTRIES ARE WILLING IN MANY CASES TO 
DELETE SUCH CLAUSES, BRITISH BANKS NOW ENGAGED IN EXPORT 
FINANCING OF U.S. EXPORT TRANSACTIONS ARE LIKELY TO LOSE 
THIS BUSINESS TO COMPETITORS WHO HAVE ALREADY ADAPTED TO 
GROWING RELUCTANCE OF U.S. FIRMS TO USE OF BOYCOTT 
CLAUSES IN THEIR BUSINESS TRANSACTIONS. 

4. DEPARTMENT WOULD APPRECIATE CONTINUED REPORTING BY 
POSTS ON CHANGES IN LETTERS OF CREDIT REQUIREMENTS AND 
CONTINUING BOYCOTT PROBLEMS WHICH U.S. FIRMS ENCOUNTER 
IN BANKING TRANSACTIONS. 

5. (ON TWO OCCASIONS THIS YEAR, THE BRITISH EMBASSY HAS 
PROVIDED DEPARTMENT AIDE MEMOIRES EXPRESSING CONCERN 
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ABOUT EXTRA-TERRITORIAL APPLICATION OE U.S. ANTI-BOYCOTT 
LEGISLATION TO U.S. SUBSIDIARIES OR AEFILIATES 
ABROAD.) VANCE 
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